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@ An important program for... 


Control of the Inflationary Spiral 


BIJANUARY, 


At a meeting of a Subcommittee of the Joint Economic Committee of the House 
and Senate on Monday, November 18th, I suggested that raising the bank rate was 
perhaps a rather rough way to control the wage-cost-profit-price spiral, since it was 
difficult to find any way by which it could control that spiral except by causing 
unemployment. By coincidence only, on the afternoon of that date five of the twelve 
Federal Reserve Banks announced a lowering of the interest rate. 

The inflationary spiral is indeed difficult to handle by positive means short of 
drastic government control of wages and prices. The only other means of control 
seems to lie in an understanding of the nature of that spiral, and by a statesman-like 
approach to it by management and labor. In all labor negotiations, as in many other 
cases, statesmanship and long-range self-interest will be found to be practically 
equivalent. 

We have learned much from the automatic increase of wages as the cost of 
living increases. This basic element of many labor agreements is directly inflationary. 
It results in an increase in prices which is again a requirement for a further increase 
in wages. This goes on automatically. The danger in this process should be recognized 
by both management and labor and the process should be ended in favor of a more 
effective principle if that can be found. 

As an alternative I would suggest that negotiations between management and 
labor take place on the basis of achieved increase in productivity per man hour. The 
profits resulting from such increase in productivity should be divided three ways. 
One part of it should go to higher wages, another part should go to lower prices, 

_and a third part should go to increased profits. When the results of productivity are 
divided in this way benefits accrue to labor, to the public, and to business. 

All three of these benefits ultimately accrue to labor itself. The higher wages are, 
of course, direct. The lower prices are a benefit to the worker as consumer. The higher 
profits to the employing company permit it to make the capital investment necessary 
for further increases in productivity and thus generates a new round of higher wages 
and lower prices. What more can the wage earner, the business, and the public ask for? 

Fortunately, or unfortunately, this result cannot be obtained by legislation. 
It can only be obtained through a recognition by management and labor that the 
principle involved is the correct one. There is the further necessity of educating the 
public to this principle so that it shall hold labor and management responsible for its 
application. 

Let me end this brief article as I began it. The proposed principles of collective 
bargaining here set forth are in the long-range self-interest of all the parties involved. 
That long-range self-interest is consonant with good economics and with social justice. 


About the Author— 


A man of many accomplishments, Ralph Flanders is United States Senator from Vermont. He 
has been president of the following organizations: the Jones and Lamson Machine Company, the 
Bryant Chucking Grinder Company, the Federal Reserve Bank of Boston, the New England 
Council, the American Society of Mechanical Engineers, the National Machine Tool Builders 
Association, and the American Research and Development Corporation. He has been a trustee of 
Norwich University and of the Committee for Economic Development, and a member of the 
Corporation of Massachusetts Institute of Technology. He has written books and articles and has 
— honorary degrees and honorary memberships in learned societies, in recognition of his 
achievements. 
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@ A careful survey—sector by sector— 
of the outlook for American business. 


I958—Recession Without a Decline? 


O of the pleasures of living in a democ- 
racy, one analyst has aptly observed, are 
first, that anyone may write a business fore- 
cast and second, that no one has to read it. 
To this it may be added that two of the 
hazards imposed on the forecaster are the 
overwhelming importance of spending deci- 
sions in determining short run changes in out- 
put and the tremendous number and diversity 
of decision-making units. The variety of busi- 
ness statistics generated by the entire eco- 
nomic complex is thus likely to be more 
mystifying than illuminating to the casual 
reader unless the data are combined into 
some kind of homogenous groups. One such 
organization—known as the national income 
and product accounts—will be used as a 
framework for the projections which follow. 
For convenience, national production or 
spending, whichever way one prefers to view 
the process, has been classified according to 


Thomas G. Gies 


five broad categories: (1) business investment | 
in plant and equipment, (2) consumer expen- 
diture, (3) residential construction, (4) in- 
ventory change, and (5) government spend- 
ing. The quantitative importance of these 
sectors is indicated in the accompanying table 
showing figures for the past four years. 

The current year will be several months 
old before we have a comprehensive measure 
of our accomplishments in 1957. However, 
even though final returns are not yet in, we 
can say confidently that 1957 was an all-time 
record year for business capital spending and 
consumer outlays, a postwar peak for govern- 
ment purchases of goods and services, that 
employment exceeded any previous level, and 
that disposable income—even after adjust- 
ment for the rise in prices—represented a 
record volume. 

It is apparent from these figures that the 
consumer still represents the major buyer of 


MAJOR ELEMENTS OF NATIONAL OUTPUT 
(billions of dollars) 


Business 
Consumption Plant and Inventory Residential 
G.N.P Expenditures Equipment 


1954 361.2 236.6 26.8 
1955 391.7 254.4 28.7 
1956 414.7 267.2 35.1 
*1957 436.0 281.0 37.0 


Business Government Purchases 
Goods & Services 
Change Constr. Fed. S&L 
—24 13.5 48.9 27.7 
+4.0 16.6 46.8 30.3 
+5.0 15.3 47.2 33.0 
+15 14.0 50.8 36.0 


* Based partially on estimates by Council of Economic Advisors. 


About the Author— 


A specialist in business conditions and business 
forecasting, Dr. Gies is Associate Professor of Finance 
in this School; and teaches courses in business cycles 
and in money and banking. Prior to joining this 
Faculty last autumn, he served for six years as Finan- 
cial Economist for the Federal Reserve Bank of 
Kansas City. In addition, he has carried on special 
research projects for the Board of Governors, has 
published articles on finance and business, and has 
advised business groups on economic developments 
and monetary and capital market matters. 


our national product, despite the fact that 
business retained a significant proportion 
of output for replacing and adding to produc- 
tive capacity and that government employed 
a substantial part to meet public needs for 
defense, schools, highways, etc. It is well to 
note furthermore, that by far the largest 
dollar increases during the 1954-57 period 
were recorded in the consumer sector. 
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Where Do We Go in 1958? 

Following three years of rapid expansion— 
1955, 1956, 1957—many analysts feel that 
the economy is in for a change of pace in 
1958. Some refer to a “breathing spell” fol- 
lowing the upward rush of production from a 
rate of $361 billion in 1954 to an estimated 
rate of $436 billion in 1957. Others prefer to 
speak of the economy passing through a 
period of “readjustment” in 1958, by which 
it may be understood that some areas of 
activity will be rising while others are falling, 
with the overall outcome perhaps in doubt. 
Still others have predicted that we have 
climbed to an untenably high position and 
that 1958 will see the onset of that long- 
awaited major postwar depression. 

Before settling back to wait for the bread- 
lines to form, however, it may be well to 
gauge the probable behavior of the major 
sources of demand. Even though economic 
forecasting techniques are admittedly still of 
a somewhat rudimentary character and un- 
likely to produce consistently accurate re- 
sults, it can be hoped that past spending 
behavior and exploration of future spending 
intentions will prevent some of the grosser 
errors of projection. 


Business Investment Spending 

Capital outlays for replacement, moderniza- 
tion, and expansion of plant and equipment 
have been a prominent element in the 1955- 
1957 boom. Last year, plant and equipment 
spending hit a peak of approximately $37 
billion, some $10 billion, or 37 per cent, 
above the 1954 figure. 

However, for the past several months, there 
has been growing suspicion that the trend of 
capital outlays, which have added an esti- 
mated 50 per cent to our productive capacity 
since 1950, was about to be reversed. Declin- 
ing volume of new orders received by durable 
goods manufacturers and reduced backlogs of 
orders and sales in the machine tool indus- 
try, together with growing excess capacity 
have suggested that the 1957 rate of capital 
spending would not be continued in 1958. 
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New orders received by manufacturers 
declined from $30.0 billion per month in 
November, 1956, to $26.7 billion in Septem- 
ber, 1957. Similarly, the backlog of unfilled 
orders fell from $64.2 billion at the close of 
1956 to $56.2 billion on the latest report, as 
shipments exceeded the inflow of new business. 
It should be noted in interpreting the signifi- 
cance of this for the coming year, however, 
that cutbacks in military orders have been 
an important factor in the shrinkage of orders 
on manufacturers’ books. 

Although only fragmentary evidence is 
available for degree of utilization of capacity 
in basic industrial products, it is obvious that 
industrial capacity has experienced consider- 
able growth over the past two years. Failure 
to attain a rising production level in factories 
and mines during the past year (October, 
1957, was 142 compared with 146 in October, 
1956) doubtless has left more capacity unused 
than was idle six months or a year ago. 

In confirmation of these indications, the 
latest McGraw-Hill survey of business plans 
for capital spending reported that business as 
a whole intends to spend $2.6 billion or 7 per 
cent less on capital investment in 1958. Only 
part of this intended reduction was foreseen 
by earlier surveys, which suggested probable 
cuts by steel and nonferrous metal companies. 
(Contraction of prospective capital outlays of 
the steel industry was reported by the sur- 
vey a year ago, though the relatively low use 
of capacity in recent months may have 
brought about larger reductions.) The scope 
of the contraction in capital spending plans 
reportedly has been broadened to include hard 
goods fabricators—such as_ transportation 
equipment, metal working, and construction 
machinery firms—paper and food manufac- 
turers, and textile producers, which had not 
indicated decisions to cut back in earlier 
surveys. 


Business Inventory Changes 


Inventory investment prospects always gen- 
erate considerable speculation, for volatility is 
their most dependable characteristic. Many 
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experienced observers, however, have felt for 
some time that present inventories were out 
of balance with sales expectations, and, there- 
fore, that any disturbance in outlook would 
trigger a fairly sharp cycle of inventory dis- 
investment. 

During the first nine months of 1957, in- 
ventories accumulated at a much slower rate 
than in the past two years, restrained by a 
slight drop in production and tight credit poli- 
cies. Although retail sales were well above 
year-ago levels in the latter months of 1957, 
retail inventories had scarcely risen, and in- 
ventory-sales ratios were relatively low. While 
complete information on inventory investment 
for the final quarter of 1957 is not yet avail- 
able, analysis of bank loans to those industries 
which normally accumulate inventory most 
heavily late in the year suggest that the 
build-up may have been slightly lighter than 
normal. Therefore, on the basis of established 
data and an appraisal of probabilities, total 
business spending on inventory may be a con- 
tractive influence in 1958. The dimension of 
this factor, however, would appear to be quite 
moderate and may be estimated at about 
$2-3 billion. 


The Consumer 


The consumer, who is responsible for the 
major part of spending in the United States, 
bought an estimated $280 billion of goods and 
services last year, exclusive of outlays for new 
homes. At least $140 billion or about 50 per 
cent of this went for nondurable items and 
another $105 billion or 37 per cent was spent 
on services. Only 12-13 per cent of the total 
represented purchases of automobiles and 
other consumer hard goods. 

Thus the biggest category of consumer ex- 
penditures covers such everyday items as food, 
clothing, tobacco, gasoline, and medicines. 
Household stocks of these goods are negligible 
and therefore purchases tend to occur continu- 
ously. Consumers have shown little tendency 
to abruptly change the level of these outlays, 
but instead have quite steadily expanded their 
nondurable purchases during the postwar 
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period by-an average of $51 billion per year, 
Even after deflating these changes for price 
inflation, there has been a rise of $2-3 billion 
per year. And, significantly, these expendi- 
tures showed remarkable strength through 
both the recessions of 1948-49, and 1953-54, 
Based on past performance, therefore, there is 
reason to believe that these expenditures may 
well continue to rise in 1958. 

Spending for consumer services includes 
such things as household utility services, 
cleaning, laundering, medical care, recreation- 
al and educational services. The record of the 
postwar period shows that we are constantly 
spending more for such services; and last 
year, outlays came to about $105 billion, an 
increase of some $5 billion over 1956. A simi- 
lar gain this year would send these demands 
up to a $110-plus billion level. 

The last consumer category—durable goods 
—includes automobiles, television, refrigera- 
tors, and the host of other long-lived goods 
which have become standard equipment for 
American families. This is the smallest of the 
three categories of consumer goods, but the 
one which shows least dependability. Since 
1955 when consumers engulfed a record $35.6 
billion of durables, auto and appliance sellers 
have been just a bit disappointed at the rela- 
tively moderate level of purchases—$33.9 bil- 
lion in 1956 and about $35.5 billion last year. 

Changes in total spending for durable goods 
reflect mainly fluctuation in purchases of new 
automobiles. Corresponding to the $1.7 billion 
drop in purchase of durables in 1956, passen- 
ger car sales dropped from 7.2 million units to 
6.0 million. All of the new models for 1958 
have now been introduced and manufacturers 
are geared for a big year. However, it is too 
early to say with certainty whether consumers 
are excited enough about the new offerings to 
buy all the cars that the industry is prepared 
to sell. 

Outlook for sales of autos and household 
durables this year is just slightly less optimis- 
tic than a year ago, according to the Survey 
Research Center at the University of Michi- 
gan. Buying intentions suggest moderation in 
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consumer durables spending. Plans to buy 
major household appliances were expressed 
less frequently by the group sampled while 
intentions to buy new automobiles were at 
about the same level as a year earlier. 


Housing 


Population analysts point to a level of 
household formation during the next 3 to 5 
years which would justify housing starts 
around 1,140,000 per year compared with 
1,000,000 in 1957. Such an advance in the 
rate of new starts is estimated to generate a 
vacancy rate of no more than 3.5 per cent, 
if continued through 1960, a rate only slightly 
above that of the 1950-56 period. 

The critical question raised by all recent 
forecasts of residential construction concerns 
the availability of mortgage funds. And this 
question, of course, turns on the whole prob- 
lem of whether demands on the long term 
capital markets will remain as heavy as in the 
past two years and what actions may be taken 
by the Federal Reserve to ease credit avail- 
ability. 

If the prospective drop in plant and equip- 
ment spending materializes, it would probably 
lead to a fairly substantial drop in the number 
of firms applying to the capital market in 
1958. Most corporations—aside from the 
regulated utilities—employ external funds 
chiefly to meet needs of extraordinary dimen- 
sion. As investment programs are trimmed 
down, corporate security flotations might be 
expected to decline more than proportionally. 
Regardless of action by the monetary author- 
ity, this would tend to free funds for rechan- 
neling to the residential mortgage market, 
since corporate securities and residential real 
estate mortgages are competitive for many 
institutional investors. Under conditions of 
significantly weakening demand, moreover, the 
Federal Reserve would relax present credit 
restraints and take actions designed to im- 
prove the supply of long term as well as short 
term loan funds. 

Thus, it can be assumed that at least some 
part of the prospective decline in business 
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investment this year may be offset by greater 
investment in residential construction. 


Government Spending 

Total spending on goods and services by 
all levels of government was running at an 
annual rate of $87 billion in the third quarter 
of 1957, continuing the gains of the preceding 
year and a half. Thus, public spending ac- 
counted for nearly 20 per cent of total spend- 
ing in 1957, making government second only 
to the consumer as purchaser of national out- 
put. 

Budgeted expenditures by the Federal 
Government for fiscal 1958—including trans- 
fer payments, grants-in-aid, and interest pay- 
ments—were set at $72.0 billion in the Octo- 
ber budget review, an increase of $2.7 billion 
from the preceding fiscal year. While some 
reduction occurred in the rate of Federal 
spending between the quarter ended last June 
and the quarter ended in September, this was 
chiefly seasonal and cannot be interpreted as 
the beginning of a general contraction in 
spending. On the contrary, comparison of the 
pace of Federal Government expenditures in 
the most recent quarter of fiscal 1958 and the 
corresponding quarter of fiscal 1957 reveals 
an increase of $1.5 billion. The current rate 
of spending, furthermore, is not running sig- 
nificantly ahead of budgeted amounts, but 
closely conforms to the projected annual total 
of $72 billion. 

Larger Military Expenditures? 

The question which remains, however, is 
what further national security measures will 
be passed by Congress in the session which 
began this month. Military expenditures by 
the Defense Department originally had a fis- 
cal 1958 target of $38 billion, although spend- 
ing in the early months of the fiscal period 
appear to have been somewhat ahead of this 
rate. Pressures for higher defense outlays set 
in motion by Russian successes in the missile 
field, furthermore, make it unlikely that cut- 
backs to the earlier projected rate will be 
made. 

Certain expenditures associated with re- 
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search or development of military missiles 
which had previously been reduced have al- 
ready been reinstated. Scheduled cutbacks and 
stretchout of aircraft procurement in the pre- 
Sputnik era are expected to be re-accelerated. 
Hearings before the Senate Preparedness sub- 
committee in November were for the avowed 
purpose of stepping up the target dates of 
achievement in the missile program. From 
these hearings a number of proposals have 
already come forth calling for such projects 
as construction of a fleet of elaborately 
equipped satellites, installation of a super- 
radar screen to detect objects up to 3,000 
miles away, and a huge shelter program. 
While price tags for these items have not been 
discussed publicly at the time this is written, 
it can hardly be supposed that they could be 
carried out within the limits of the present 
budget. 

We are in the midst of a transition from a 
conventional weapons program to a nuclear 
weapon-missile program. This change was al- 
ready under way before the advent of Sputnik, 
but it was hoped earlier that the new pro- 
grams could be accommodated through cuts 
in spending on conventional armament. Now 
however, we appear to be going through a 
basic reorientation in our time schedule of 
preparedness, and it seems unlikely that we 
will make the shift to missiles and other new 
weapons without spending substantially larger 
sums than had been planned heretofore. 

Conceivably, major additions to national 
security expenditures might be accomplished 
through lopping off portions of the nonde- 
fense budget. While this possibility exists, the 
record of nondefense spending during the 
past three years—when the Administration 
and Congress have both expressed concern for 
economy in spending—is not encouraging. All 
major spending programs have shown signifi- 
cant increases from the 1955 budget of $64.6 
billion to our currently budgeted $72.0 billion. 
Of this $7.4 billion expansion, more than $5 
billion represents spending outside the nation- 
al security category. 

It should also be recognized that even be- 


fore any possible acceleration in government 
spending gets underway, the decision to en- 
large defense outlays might well have a pro- 
nounced psychological effect upon private 
spending decisions. The impact of an expand- 
ed defense program might be felt first in the 
area of business investment spending on plant, 
equipment, and inventories, as well as in the 
consumer sector. 


State and Local Governments 


Spending by state and local governments 
reached a rate of more than $36.4 billion per 
year during the third quarter of 1957, and 
for the year as a whole is estimated to have 
been slightly more than $36 billion. These ex- 
penditures, which amounted to only $12.8 
billion a decade ago have outstripped the rate 
of increase in either consumption or private 
investment spending. 

To understand this sharp rise in spending, 
it is necessary only to observe the dramatic 
expansion of demands normally met from 
state and local government budgets. A very 
large proportion of expenditures by these 
smaller government units is used to support 
our vast educational programs and our elab- 
orate network of streets and highways. De- 
spite construction of an estimated $17 billion 
of schools and over 500,000 miles of roads 
in the past few years, needs have grown at a 
parallel rate. Overcrowding of schools is still 
the rule, as numbers of children in the school- 
age group continue to increase. 

Similarly, the number of cars seeking to 
use the roadways is increasing at a rate which 
generates perplexing and expensive problems. 
Passenger car registrations have gone from 25 | 
million at the end of World War II to more — 
than 55 million today. In addition, there are 
now some 12 million commercial vehicles on 
the road. Several factors which have worked 
toward this increase appear to be still influen- 
tial, but the basic fact is that cars are being 
produced faster than they are being scrapped. 
The average age of cars reaching the scrap 
pile has remained high—about 12 years—dur- 
ing the postwar period, compared with 8-10 
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nt years before World War II. And in terms of current levels. A G.N.P. of $445-450 billion 
n- mileage, the average life has been increased might be suggested as a possible figure for 
0- from 58,000 miles in 1935 to 110,000 miles 1958, an increase of $10—15 billion from 1957. 
te in 1955—or by about 90 per cent. - Such a figure is mentioned less with the 
d- There is little reason to question the long thought that this represents an accurate meas- 
ne term growth of state and local government ure of the prospective output as with the 
t, expenditures, and the outlook for 1958 indi- intention of conveying the magnitude of a 
e cates at least $39 billion, a hefty $3 billion “moderate” expansion. It rests upon expecta- 
increase from last year. tion of substantially higher consumer spend- 
ing on nondurables and services, but little 
Summary change in outlays for autos and household 
ts Analysis and appraisal of each of the major durables; an expansion of spending on residen- 
or areas of spending indicate the conclusion tial construction—premised on an increased 
d that if 1958 is to bear the “recession-year” supply of mortgage funds—which will par- 
re label, it will be unique in at least one respect tially offset the anticipated drop in business 
K- —namely, that it will be a recession without a investment; and an increase in overall govern- 
8 decline in national production. Instead, there ment spending, based on foreseeable demands 
le are strong reasons for expecting that economic of civilian programs and buttressed by prob- 
e activity should expand moderately beyond able expansion of military programs. 
c 
n 
y 
t 
ys TEN WAYS TO TROUBLE 
‘ Pardon the negative, but these daily situations are so evident it seems appropriate to 
point them up as trouble spots which should be corrected in inter-personal relationships. 
s 1. Don’t ask for opinions. Give yours. 
a 2. Make subordinates and associates feel they are not indispensable. ° 
l 3. Do all the thinking and planning yourself. 
- 4. Let people find out for themselves about changes which affect them. 
5. Hop on little offenses. 
" 6. Keep subordinates guessing about how they are getting along. 
, 7. Avoid praising others because they might decide they are underpaid. 
e 8. Reprimand when you are steamed up because heat adds power to your performance. I 
; 9. Belittle suggestions of others, but if there are good ones, steal and use them yourself. 
‘ 10. Correct subordinates in the presence of others, this saves time, money,—and lets the 
da crowd know you are the boss. 
. —jots and jolts, published weekly by | 
" Dr. Hilton D. Shepherd, Fort Worth, Texas 
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@ A comprehensive, imaginative, and stimulating analysis of ... 


Your Manpower Needs 


of the Future 


HILE many organizations are being 
strained to fulfill present personnel 
needs, future needs may be overwhelming 
unless steps are taken now. For example, 
regardless of the position you hold, can you 
say what the requirements for your position 
will be ten, or even five, years from now? 
What functions will you be performing? If 
you are an accountant or researcher, what 
knowledge of electronic data processing will 
a person in your position need? In sales and 
merchandising, what will be the effect of new 
products yet undeveloped? If you are a man- 
ager or supervisor, how will the increased skill 
level of many subordinates and the use of new 
techniques, such as operations research, in- 
fluence your work life? How many and what 
kinds of workers will be needed? Are you and 
your firm thinking ahead about these matters? 
The preceding paragraph was not designed 
to strike fear in the hearts of those who view 
the future with some uncertainty, nor was it 
an attempt to open the door for those who 
offer a panacea to all industrial ills, but rather 
to encourage people to look at their positions 
and organizations in a time perspective. True, 
the pressure to do all that is required at pres- 
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After experience as a teacher and researcher in 
psychology, Dr. Danielson became a Research Asso- 
ciate in the Bureau of Industrial Relations, where he 
engaged in a study of “Management’s Relations With 
Engineers and Scientists.” He now is Assistant Pro- 
fessor of Industrial Relations in this School, and a 
consultant in industrial and personnel psychology. 
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ent is great, but planning for future survival is 
of great importance also. 

There has been an increasing awareness of 
the necessity for long range planning in other 
areas. Howard Wrapp, in an article in the 
Harvard Business Review' stated “Here is 
something management must look at serious- 
ly . . . unless the company wants to undergo 
deliberate or unconscious liquidation.” The 
emphasis of his article is primarily on the 
materials and machines (supply, sales and 
distribution) and there is very little emphasis 
on the manpower aspects. 

It is important that planning goes on in all 
aspects. Secretary of Labor James P. Mitchell 
in a speech before the Commerce and Industry 
Association of New York stated: 

“We must abondon catch-as-catch-can manpower 
policies in favor of a more intelligent and fruitful 
approach—an approach that determines in advance 
what kind of workers will be needed and sets about 
developing them through the best available methods.” 

This article presents some examples of 
situations resulting from poor personnel plan- 
ning, the reactions to these situations, factors 
which will influence future personnel needs, 
and approaches to satisfying these needs. 


Difficult Personnel Situations 


One of the personnel situations results from 
the installation of compulsory retirement at 
age 65. Many companies suddenly found 
themselves trapped. Managers and _ highly 


‘E. Howard Wrapp, “Organization for Long Range 
Planning,” HBR Jan.-Feb. 1957, p. 37. 
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skilled workers, many of whom had joined the 
company at its inception or in its early stages, 
were to retire and no replacements were avail- 
able. It was known that they would have to 
retire, but the number who would be retiring 
in a relatively short period was not calculated. 
The magic formula of the “cream rising to 
the top,” or management personnel automati- 
cally appearing, did not work. 

Once something is lost, the need for the 
particular objects or persons seems to be over- 
accentuated. The reaction of some companies 
to the loss of personnel without replacements 
—especially in the case of supervisory and 
higher management personnel—has been the 
establishment of elaborate organization charts 
and development programs. 

On some of the organization charts appears 
the name of the person occupying the posi- 
tion, his age and his evaluation. Under each 
position are shown the names of the two most 
likely candidates, their ages, their evaluation, 
and the time required for the candidates to 
be prepared to fill the position. Job descrip- 
tions are prepare ! for each position. 

A technique !ike this does provide for a 
balance in age aud shows concern for the 
preparation of persunnel for certain positions. 
This method would be a satisfactory solution 
in many companies if the situation were a 
static one; but the situation is dynamic and 
ever-changing. The present organization chart 
and job functions however satisfactory now, 
no doubt will be unsatisfactory five or ten 
years from now unless there is continual 
revision. 

There is usually a general decline in inter- 
est that tends to follow after a problem is 
temporarily solved. Sad evidence of what hap- 
pens if there is not continual revision is found 
daily in rates based on time and motion stud- 
ies conducted some time ago. The studies may 
have been accurate and rates equitable when 
first established, but due to gradual changes 
in methods, materials and machines and no 
new studies, the rates are out of line. The 
interest in personnel is high now, but unfor- 
tunately once the problem is temporarily 
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solved the interest in the subject will decline 
until the next crisis. A company’s wisdom 
should be measured by their ability to avoid 
crises as +l as the ability to survive them. 


Unqualified Persons 


One reaction to the lack of qualified per- 
sonnel is put an unqualified person in the 
position. This can give the individuals with 
high ability to learn and to adapt an oppor- 
tunity to progress at a rate that would not be 
possible in the traditional way. Other indi- 
viduals with lesser ability or aptitude are put 
in situations that completely engulf them. The 
philosophy of “throw them in and let them 
learn how to swim” works for some and works 
if the shore is in sight; but it does not work 
for others and especially if they feel they 
have been thrown into the middle of an 
ocean. Wise selection is essential and is usual- 
ly not exercised to as high a degree in a stress 
situation as it would be in a planned one. 

Another result of inadequate planning is 
expressed in the oft-heard comments like “The 
company has outgrown good old Harry. When 
he took the job and for the first few years he 
was okay, but he hasn’t been keeping up (or 
can’t keep up) with recent developments. We 
need a bigger man for the job.” In a situation 
like this the company is faced with the prob- 
lem of “rewarding” the long service employee 
with a transfer into a job that is regarded as 
a dead-end, or by discharge. 

Such a move affects not only the person 
directly involved, but starts many newcomers 
wondering what their futures will be. This is 
especially true for groups who are not pro- 
tected by a union. 

Faced with these adverse outcomes, a more 
gentle method of handling the same situation 
is to permit the person to remain in his posi- 
tion and bypass him. As a result, the work of 
an entire department and the development of 
subordinates can be impeded, if the inade- 
quate person is in a supervisory capacity. The 
problem of the worker who was satisfactory 
is, and will be, further accentuated with the 
introduction of more automated processes. 
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Many of the older workers have firmly estab- 
lished work habits and have no desire to 
change. Some of the younger and older work- 
ers may have limited abilities which would 
make them unsuited for the new job. What 
will happen to them when the job complexity 
is increased? 


Problems of “Shortages” 


A third example of the result of inadequate 
planning is the “shortage” of employees with 
new skills and the “shortage” of some groups 
of employees that are in high demand now 
but who were hired in only limited numbers 
in the past. An example of the latter is the 
engineer, scientist, and technician shortage 
that is regarded as acute now and little relief 
is seen unless action is taken. 

Some reactions to this shortage are an at- 
tempt to stockpile technical personnel, the use 
of high pressure recruiting practices, etc. 
Even after the engineers, scientists, and tech- 
nicians are hired, the situation is not solved 
because inequities in salaries exist between the 
employees who have been with the company 
for a period of time and the salaries paid the 
newcomers. 

If there is a great influx of new technical 
personnel the immediate problem may be 
temporarily solved, usually at considerable 
cost, but the problem arises “What will these 
people be doing in five years when there are 
many qualified people and only a few promo- 
tional openings?” If the company does not 
acquire new technical personnel now, the re- 
sults are an overworked staff, inability to keep 
up with competition, etc., which is also un- 
desirable. 

Special mention should be made of the 
group of employees with new skills never 
utilized by the particular company. The ad- 
vent of atomic power has brought with it a 
demand for technicians that few managements 
had visualized a short time ago. The combina- 
tion of ceramics and metals, and the develop- 
ment of many of the new alloys require the 
utilization of persons who had not been sought 
previously by industry. It is essential that 
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consideration be shown now for these types 
of workers and other new skills that will be 
required if schools and industries are to be 
prepared to maximize their potentials in the 
future. Training takes time. 


Factors Influencing Future Needs 


The problem of forecasting and filling per- 
sonnel needs is based upon many of the same 
factors that influence other long range plan- 
ning. A list would include action of competi- 
tors, market conditions, the role of govern- 
ment in industry, etc. The mutual concern 
of all planning groups for the perpetuation 
and progress of the enterprise makes it essen- 
tial that there be a free flow of communication 
regarding future plans. The inclusion of per- 
sonnel administrators in planning sessions can 
contribute to a more realistic picture of what 
personnel will be available to carry out the 
mission. 

Some of the factors that have particular 
impact on personnel planning are found in the 
changing characteristics of the work force. 
Professor C. H. Lawshe of Purdue University 
in a symposium at the recent American Psy- 
chological Association meeting presented some 
of the current trends and outlined some of the 
expectations for the next ten years. He noted 
these: 

1. Individual members of the work force 
will show less mobility—because of home own- 
ership, children in schools, fringe benefits, etc. 

2. There will be a drying up of the semi- 
skilled worker group and an increase in the 
skilled and unskilled groups—caused primar- 
ily by increased automation. 

3. Technological advances will be at a geo- 
metrical rate—as a result of the development 
of new power sources, alloys, etc. 

4. Manpower costs will continue to increase 
as a percentage of the net sales. 

5. There will be a continuation of the shift 
to service occupations. 

The degree to which any of these factors 
will affect a particular company depends upon 
the within-company influences. If the com- 
pany offers few benefits there may be high 


ichiqan Business 


oe & & 


mobility. If the capital is not available for 
introduction of automation processes, the dis- 
placement of workers may be slight. Other 
examples could be given, but the main value 
lies in the awareness that in the big picture 
these are some of the trends. 


Significance of Population Growth 


The anticipated population increase to more 
than 193,000,000 by 1965 will have an im- 
mediate and long range effect. The gross 
national product may increase hy 30% to 
$560 billion by then. This means greater utili- 
zation of present workers and the addition of 
millions of new workers. The new workers 
may come from the handicapped workers, 
shifts in occupational levels at which women 
are employed, continuance of employment for 
workers beyond the 65 retirement age limit, 
etc. 
The industrial needs and the population in- 
crease will result in new strains on the educa- 
tional situation in terms of (1) the number of 
students; (2) movement of teachers and po- 
tential teachers into industry; and (3) the 
need for increased training of younger people 
in order to meet the complex and specialized 
jobs. Management’s concern may shift from 
limiting their interest in training on the job 
to an interest in high school and junior high 
school students in order to reduce the drop- 
out rates of students at these levels. An ever- 
widening gap between the educated and un- 
educated (in terms of formal schooling) may 
develop and may result in a social problem of 
classes. 

Creativity and Research 


Industry will continue its quest for the 
“creative” person and will attempt to estab- 
lish a climate conducive to creativity. If these 
objectives are to be attained, a number of 
changes will have to occur within the com- 
pany, and in educational institutions prior to 
employment. There will have to be increased 
tolerance for individual deviation from tradi- 
tion in the academic and industrial settings. 
Exploratory research will be more actively 
encouraged in academic institutions and sup- 
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ported to a greater degree by companies— 
individually or jointly. There will be increased 
employment and consultation with basic re- 
searches. Short range philosophies of research 
(“It must result in a marketable product in 
a short period of time.”) will be supplemented 
by a longer range philosophy. The employ- 
ment of greater numbers of technicians and 
research personnel will bring about new pro- 
motional ladders, methods of evaluation and 
compensation based upon technical compe- 
tence. How such people will fit into the pres- 
ent personnel situation must be planned. 

The nation’s health picture will also have 
a general effect. The rapid advances in pre- 
ventive medicine, the research on major medi- 
cal killers, the development of means of early 
diagnosis and treatment, the creation of new 
vaccines, and the increased study of geriatrics 
will have decided impact. The compulsory 
retirement age of 65 may be raised to a higher 
limit, and the utilization of older workers 
increased. The present attrition rates may 
become obsolete or at least require consider- 
able modification, and the causes of attrition 
may shift. 


Future Union Demands 


Not to be underestimated is the influence 
of future union demands. Trends indicate 
that a shorter work week and more paid holi- 
days are in the foreseeable future. What other 
demands will be made are a moot question. 

According to one union official, the unions 
have made gains in terms of improved physi- 
cal working conditions, provisions for some 
financial security, etc., and the next pressure 
will be exerted for managements to make the 
jobs more interesting, challenging, and satis- 
fying. If the demands take this direction, 
major changes in knowledge of individual 
workers, job activities, compensation, and 
any number of other personnel procedures 
and practices will be necessary. In addition, 
the increased separation of certain skill groups 
from the broad general contracts will have its 
influence on personnel availability and utili- 
zation. 


All of the foregoing remarks are speculative, 
and the factors cited do not represent the 
complete picture. They are, however, indica- 
tive of the kinds of consideration that should 
be given to the broad area of personnel. 
Thinking, planning, and appropriate action by 
all parties concerned should be taken now if 
future needs are to be met. While it is im- 
practical to decide for a particular company 
what the company should do, an “approach” 
to solving some of the present and future per- 
sonnel problems is outlined in the subsequent 
section. 


Role of the Personnel Administrator 


One of the most essential points in any 
personnel program is the role of the personnel 
administrator. Unfortunately in some com- 
panies he is not an active participant in policy 
making and planning. He is frequently re- 
garded as a paper shuffler or the person 
selected to make the employees “buy” a deci- 
sion he had no part in formulating. 

As a result, the person who is selected is 
someone who has a gift of gab, who hasn’t 
offended anyone, or—even worse—a person 
who hasn’t been able to succeed in other 
phases of the business. This is not the kind 
of a person whom management would include 
in policy formulation and planning. 

The circle must be broken if personnel 
needs are to be met. The personnel adminis- 
trator’s role must be one of responsibility and 
his advice should be highly regarded. He 
should be an active participant in planning 
and should be vested with sufficient support, 
moral and financial, to carry out his essential 
functions. In turn, the man to be selected 
must have “vision” as to the future, knowl- 
edge of the company and its products and 
plans, respect of members of top management, 
training and experience in personnel adminis- 
tration, knowledge of training techniques, and 
ability to attain the cooperation of educational 
institutions in fulfilling industries’ needs. 

If managements fail to take these steps, the 
possibility is slight of shifting from a reliance 
on expediency and a divine spirit to supply 


the right kinds of workers at the right time. 
The personnel administrator will continue to 
be the “whipping boy” for his inability to 
supply the needs he didn’t know about. 


Procedures for Satisfying Future Needs 


If the personnel situations outlined in the 
first part of this article are to be corrected 
and repetition in the future avoided, certain 
steps can be taken. Due to the idiosyncrasies 
of each company and its future needs, proce- 
dures rather than solutions will be presented. 

The procedure of developing organizational 
charts and job descriptions, both present and 
future, is one of the fundamental steps. It 
should be stressed that this is a continuous 
process and that sufficient time, finances, 
and staff must be made available to follow 
through. Charts and job descriptions form the 
bases of sound selection, placement, evalua- 
tion, and development techniques. In addition, 
the job descriptions (including activities and 
qualifications for the job) should be seriously 
examined to see if the personnel is being used 
most effectively. The utilization of an engineer 
in sales may be forsaken for the training of a 
salesman in the technical aspects of the prod- 
uct and the release of the engineer to perform 
engineering work. 

In other situations job complexity may be 
increased by incorporation of more functions 
into a single job, by some form of rotation 
between jobs, or by the establishment of new 
jobs. The latter situation will be particularly 
true when an automated process is introduced. 

Managements seem to be characteristically 
on the defensive when they deal with the 
unions on new job classifications and this is 
in part due to the company’s lack of knowl- 
edge as to what the new job is. A more posi- 
tive policy is needed, especially with the 
predicted increase in new jobs resulting from 
automation. 


The Unqualified Worker 


The problem of previously qualified work- 
ers who are not suited to the present and 
future demands of the job cannot be solved 
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the same way in all cases (e.g., make the 
person a consultant or a trainer). Steps should 
be taken after the present and future demands 
are determined, to discover the contribution 
the person can make and this means that in- 
creased knowledge of the strengths and limi- 
tations of the persons is necessary. 

Whatever the attempted solution, there 
needs to be a “facing up” to the situation by 
both management and the person. Attempts 
by managements to subtly by-pass a supervi- 
sor in the hope that he will take the hint and 
retire early, or that maybe he won’t notice 
the slight, or if he does notice he’ll feel so 
indebted or trapped that he won’t do any- 
thing about the situation, are unrealistic. 

If management does have expectations as to 
the functions to be performed, present and 
future, they should make these known and 
attempt to work out a mutually satisfactory 
solution with the employee. Without knowl- 
edge of the job, management’s position is 
considerably weakened and they are subject 
to claims of discrimination. 


Preventing Future Underqualification 


Future instances of underqualification can 
be prevented by the establishment of more 
adequate selection, placement, and training 
techniques. In selection, one of the criteria 
might be flexibility (ability to adapt to a 
variety of situations) rather than ability to 
perform a simple specialized function. Another 
might be ability and willingness to learn. 
A third factor could be breadth of interest, 
with a mid-point so that the person would 
not be so narrow as to limit his future nor 
so broad as to dissipate his energies in too 
many directions. 

Placement would be governed by develop- 
ment of the person for future needs as well as 
fulfilling a present need. Many people have 
been limited by doing such good work on 
their present job that management is reluc- 
tant to broaden them. Training techniques will 
be adjusted to the sources of man- and 
women-power, resources available and the 
objective of the training. No one method 
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(e.g., audio-visual aids, case discussion, etc.) 
is suitable for all types of training. 


Solving the Problem of Shortages 


The problem of shortages of certain types 
of employees needed at present and in the 
future can be met by some of the steps pre- 
viously mentioned. Notable among them is the 
increased utilization of present personnel by 
examination of the job activities performed, 
the reallocation of certain functions to lesser 
trained personnel, and provision of opportuni- 
ties for the person to extend his abilities and 
training. A great deal more can be done to 
fill shortages from personnel within the com- 
pany, rather than “raiding” other companies 
and paying out-of-line wages and salaries. 

Future shortages can be reduced through 
the inclusion of the personnel administrator 
in the planning phases. His knowledge of 
present personnel and the future products of 
educational and vocational institutions can 
contribute to the formulation of a more realis- 
tic future of the personnel who will be avail- 
able to carry out the future plans. As a result, 
the overall plans can be modified and/or (if 
the future plans are to be met) appropriate 
training programs and selection procedures 
must be instituted now. 


New Problems 


If some of the previously cited trends ma- 
terialize, new problems will arise unless plan- 
ning and action takes place now. Increased 
technological advances and introduction of 
more automation will result in the drying up 
of the semiskilled class. If the individual 
members of the work force show less mobility 
and if many of them are semiskilled workers, 
a real problem will exist. If the manpower 
costs continue to rise as a percentage of the 
net sales, there will be increased need to more 
effectively utilize the personnel. Excess per- 
sonnel cannot be carried as they have been in 
the past. Extensive retraining programs will 
have to be undertaken; many of which can be 
developed in cooperation with the unions. 


Your Role 


While most of the suggested procedures 
have been focused on higher management’s 
actions, every person has an active and vital 
role to play. More is required than a passive 
concern for what the company is doing to 
rectify and prevent the personnel situation 
cited in this article. Everyone has the respon- 
sibility to himself and his company to be 
prepared for the future. Many companies have 
initiated training and development programs, 
but: little can be accomplished without action 
on the part of each individual. 

Each person has a great deal to gain from 
participation in programs such as these. The 
person who is prepared can control his future 
to a much greater degree than the person who 
is like the proverbial “feather in the breeze” 
that depends on outside forces to direct his 
future. New, stimulatory and challenging jobs 
are available to the man who is ready when 
the opportunities present themselves. A man 
can increase his prestige, and his financial 
gains, if he has a special skill. Job security 
is increased. This can happen if the person 
shares his responsibility for his personal wel- 
fare and the future of the company. 

The choice of whether or not a person 
should prepare for the future is not really a 
choice at all. The inevitable outcome of not 
keeping up and advancing is exemplified by 
the unqualified workers cited in this article. 
It is impossible to be static in a dynamic 
situation; to maintain the status quo is to 
fall. behind. The worker who seeks shelter 
behind the cloak of security provided by the 
union will have this protection up to a point, 
but the unions cannot support and advance 


unqualified people. People who are more quali- 
fied will have to be recognized and advanced. 
The supervisor of a department has a de- 
partmental responsibility and the possible 
outcomes of fulfilling or not fulfilling his re- 
sponsibilities are clear. What will be the role 
of your department in the future? Will it be 
controlled by others or can you give it 
direction? The supervisor who can see his 
department expanding, not in the sense of 
empire building, by supplementing present 
activities insures his part in the future. 
Knowledge of the number and kinds of work- 
ers you will need in order to perform the new 
activities will assist you and the company in 
attaining the desired objectives. If your needs 
are made known positive action is the reliance 
on someone else to tell you what to do, and to 
supply you with workers who happen to be 
available at the time. The choice is yours. 


Summary; 


In summary, personnel needs of the future 
can be anticipated and met, but action must 
be taken now by managements and each indi- 
vidual. Changes that are necessary include an 
enlightened attitude of top management to- 
ward personnel and the personnel administra- 
tor, the willingness to expend time and money 
for the purpose of fulfilling future personnel 
needs, the closer cooperation between the 
company, unions, and educational institutions 
for the development of needed personnel, the 
development of an integrated plan which in- 
cludes personnel, as well as money, materials, 
and machines, and the development of im- 
proved techniques of selection, placement, and 
training. 


THE PROGRESS OF NEW IDEAS 


The public’s reaction to new ideas typically passes through three stages: (1) Crazy, 
how silly can one become? (2) These ideas are dangerous. They must be vigorously 
opposed. (3) Why, of course! Who ever thought otherwise? 

— Alvin Hansen, The American Economy, p. 152. 
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@ The “you viewpoint” can be used 
properly or improperly. 


Is the You Viewpoint Justified? 


NOWING how the other person feels and 
taking that into account in doing business 
together is what “you viewpoint” means. The 
opposite of it is the “I viewpoint,” which 
characterizes the individual whose self-concern 
overwhelms him so that he thinks, speaks, and 
writes in the first person singular. The success- 
ful parent uses you viewpoint, as does the 
successful political leader and the successful 
teacher—anyone whose work involves dealing 
with other human beings. People in business 
are no exception, though the fact that success 
in business relates to personal profit imposes 
some essential limits. The extent to which 
businessmen, in the written as well as the 
spoken word, understand the other person’s 
best interests and are guided thereby is apt 
to be the measure of their success. 

Attacks on use of the you viewpoint in 
business writing are usually based on a mis- 
conception of it. “It is dishonest” is the cry 
of the newcomer. Or, “It is using someone 
against his own interests to feather your 
own nest.” “It’s psychology applied for selfish 
advantage.” 

As with knowledge, too little understanding 
of the you viewpoint may lead to this con- 
clusion. And the ethics of business, as it is 
taught in American institutions devoted to 
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this subject, are rooted in honesty, in good 
will, and not in hit-and-run profit. 

No dishonesty results, or at least none 
should result, from comprehending how the 
other person feels, and you viewpoint comes 
down to such an understanding. On the con- 
trary, exercise of the imagination about human 
desires and needs can lead to the ultimate in 
honesty. 

American society is based on meeting the 
other fellow half way. Recognition of indi- 
vidual opinion is the taproot of democracy, 
and democracy applies in American business 
as well as in American politics. 


Improper Use of the You Viewpoint 

Use of the you viewpoint is open to attack 
when one person seeks to peer beneath the 
cranium of someone else only to make the 
most (money) of what he sees there. But 
adopting the you viewpoint in business doesn’t 
mean being a peeping tom. It means being a 
discerning and a skillful writer. 

In selling, it would be possible to play on 
the weaknesses of the buying public to dispose 
of snake oil as a panacea. The best guarantee 
against any such psychological abuse is the 
sophistication of the American buying public, 
however. Real use of the you viewpoint does 
not mean discovering an Achilles’ heel and 
then shooting the arrow. 

The discerning and skilled writer of a 
business communication will decide: 

(1) why the other person wants to hear 

from him in the first place; 

(2) what the person can gain from the 

correspondence; 
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(3) what the writer himself has at stake in 
writing; 

(4) where their interests overlap, join, and 

progress together. 
This fundamental approach is that on which 
American enterprise itself rests: establishment 
of common interests to the mutual advantage 
of those concerned. 

In contradistinction to dictatorial dynamics, 
the you viewpoint is the motivating power of 
a democratic system. It is persuasion, not 
coercion; recognition, not denial, of the other 
fellow’s outlook. When there is a straightfor- 
ward meeting of minds, manipulation is not 
the word for it. 

In buying and selling, in financing and 
insuring, in rendering services, one man’s 
meat is seldom another man’s poison. When- 
ever this unfortunate situation does exist, 
exercise of the you viewpoint is more than 
ever necessary to protect both parties. Capi- 
talizing upon a buyer’s fears or frailties—the 
extreme instance of which is illustrated by 
the marijuana pusher—is not so much a busi- 
ness matter as a police matter. The two parties 
to a business correspondence usually come in 
touch with each other because they have 
something to offer the other. From the first 
word, it is essential that they arrive at mutual 


understanding. The interchange otherwise is 
likely to come to a quick stop. 


Ethical Use of the You Viewpoint 


The you viewpoint, ethically exercised, is 
a two-way process, not a process whereby one 
seeks to subvert the other to the one’s advan- 
tage and the other’s downfall. Genuinely 
practiced, it leads to courtesy rather than lack 
of consideration, constructiveness rather than 
negativeness, to continued contact rather than 
the deadend. Resistance to the approach in 
business writing is due to the misconception 
of it as a matter of superficial technique 
rather than a matter of fundamental ethics. 

Perversion of a principle that is inherently 
straight does not mean the principle should 
be thrown out like the baby with the bath- 
water. Nor does the violation of a rule negate 
the rule. If high-pressure promotion, unfair 
advertising, hit-and-run sales have sought to 
utilize the customer’s viewpoint to his own 
undoing, that same viewpoint, honestly recog- 
nized, will be met with an honest offer by the 
understanding and ethical businessman. 

First, however, the honest desires of the 
public must be accurately gauged. Then, with 
the you viewpoint established, the transaction 
can safely and advantageously go forward. 


- A BOOK FOR THE THOUGHTFUL BANKER 


In Business Looks at Banks, George Katona and his research team, on the basis of 
hundreds of interviews throughout the nation, show the true picture of current business 
banking practices; the important part inertia, family interests, and loyalty play in 
financial decisions; the real effect on borrowing of raising or lowering interest rates; 
the often subordinate role the vice presidents in charge of finance have with regards to a 
decision to borrow. Illustrating his points with numerous quotations, Dr. Katona tells 
precisely what business firms do and why: how they distribute their deposits, how many 
banking connections they maintain, what their policy is with regard to investment of 
short-term funds, how often they borrow, and why they borrow. 

Evaluation: A must for the thoughtful banker. 


—Business Looks at Banks, by George Katona 
with Albert Lauterbach and Stanley Steinkamp. 
Ann Arbor, University of Michigan Press, 1957; 
184 pages, $5.00. 
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@ An informative, thought-provoking, and delightful 


discussion of great mass communication media. 


Taboos and Television 


wag remarked bitterly in the early 
days of television that television in two 
years had arrived at a mediocrity that it had 
taken radio a quarter of a century to achieve. 
Today, eight years later, the term “mediocre” 
is being used more and more frequently to 
describe the quality of many current tele- 
vision shows. 

That TV programming is not all that it 
should be is indicated by the casualty lists of 
last year’s offerings; of the 32 new network 
series hopefully begun in the year 1956-57, 
only eight survived into the following year. 
Whether this year’s new shows will be more 
successful is not yet known, but the television 
critics are already expressing their doubts. 

Of course, many factors affect the quality 
of television programming. One of these cer- 
tainly is sheer quantity; considering the tre- 
mendous number of television programs per 
week, it is not surprising perhaps that medi- 
ocrity becomes the dominating characteristic. 
There are, of course, the exceptional programs, 
particularly those broadcast on Sunday after- 
noons, whose excellence is generally acknowl- 
edged; but few will deny that the general 
level is subject to some elevation. 

It is my purpose to focus on one of the 
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factors affecting program quality—namely, 
the restrictions and limitations that surround 
the medium. A definite set of taboos deter- 
mines what can and what cannot be shown 
on a TV screen. I shall try to answer the 
question: Do these taboos help or hurt the 
quality of television programming? What is 
said, by the way, will apply equally to radio, 
for it is restricted in much the same way, and 
many of my examples, as a matter of fact, 
come from radio. 


Restraints on Editorializing 


A basic tenet of American broadcasting is 
that the airways belong to the people. This 
principle was established in the Radio Act of 
1927 when Congress required that broadcast- 
ing must be carried out in the public’s con- 
venience, interest, and necessity. The Federal 
Communications Act of 1934 confirmed this 
principle. One of its important implications 
is that a station owner has no right to use the 
frequency assigned to him as a personal ve- 
hicle for the expression exclusively of his own 
biases and opinions about public issues. At 
first the FCC would not permit broadcast 
editorials under any circumstances; now edi- 
torializing is permitted, but only if the station 
owner makes it possible for people with other 
points of view to present their opinions. 

One finds it difficult to quarrel with this 
particular restriction. Still its effect on pro- 
gram quality has been unfortunate, for it has 
tended to keep the discussion of controversial 
issues off the air. Even if a station owner 
wants to present his opinion about a public 
issue, he is likely to hesitate when he realizes 
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that this places him under the obligation of 
making his facilities available if somebody 
wishes to present the opposite point of view. 

The two oldest networks, NBC and CBS, 
generally restrict their commentators to pre- 
senting facts and analyses, forbidding the ex- 
pression of opinions. At least as far as CBS is 
concerned, however, this policy has had some 
interesting variations. CBS fired Cecil Brown 
because he colored his newscasts with his own 
views. Yet Edward R. Murrow has been per- 
mitted to editorialize at times without restric- 
tion. The outstanding example was the tele- 
vision program about the late Senator Joseph 
McCarthy, which Murrow presented in 1954. 
It was made up of a series of newsreel clips 
apparently carefully selected to show the Sen- 
ator in every case at his very worst. The tele- 
vision critic, Gilbert Seldes, who disapproved 
in general of Senator McCarthy’s methods, 
disapproved also of this attack, because in its 
tactics it seemed basically unfair. Yet the CBS 
network made no effort to prevent the broad- 
cast, although it did give Senator McCarthy 
a chance to reply. 

In 1957 CBS made exactly the opposite 
kind of decision when it cancelled Eric 
Sevareid’s news program which criticized the 
State Department’s ruling barring newsmen 
from entering Red China. The excuse given 
was that the program violated the network’s 
restriction against editorializing. 

One possible explanation of the inconsis- 
tency in the Murrow and Sevareid cases would 
be this one: apparently CBS network officials 
disapproved of Joseph McCarthy, but they 
approve of John Foster Dulles. Thus the 
restraint against editorializing became in this 
case not a restriction operating in the public 
interest, but a shield to be used by the net- 
work when it found it convenient. 


Cigarettes and Cancer 


Another instance when this restriction 
seemed to operate against the public interest 
occurred when NBC tried to arrange a discus- 
sion between two physicians on the possible 
relation between cigarette smoking and cancer. 


The network easily found a doctor willing to 
discuss the possible dangers of cigarette 
smoking, but it could not find a doctor willing 
to argue the opposite point of view. NBC 
therefore cancelled the program, saying it 
was its policy always to present both sides 
of controversial questions. In doing so, how- 
ever, the public was prevented from knowing 
that as far as the physicians NBC contacted 
were concerned, there was only one side to the 
cigarette-cancer controversy. 

The two younger networks, ABC and 
Mutual, it seems to me, take a more reason- 
able attitude toward the problem of editor- 
ializing. Rather than trying to prevent the 
expression of personal opinion, they freely 
permit it, but try to achieve balance by delib- 
erately employing newscasters whose philoso- 
phies range from the right to the left. This 
approach seems to be in accord with the spirit 
of the FCC’s policy requirements regarding 
editorializing. 

What has been the net effect of the taboo 
against controversy on the air? Generally it 
has tended to discourage the reasoned discus- 
sion of public issues so vital in a democracy. 
Sometimes it also works to prevent people 
from hearing important facts. 


Restraints on Advertising 


A second implication of the principle that 
the airways belong to the people is that a 
station owner has no right to use the fre- 
quency assigned to him exclusively for profit 
making purposes, subordinating everything 
else to that end. In effect, this means that 
there should be restraints on the amount and 
kinds of advertising permitted. 

The need for restricting advertising was 
certainly recognized when broadcasting began. 
In 1923 Herbert Hoover, in an oft-quoted 
statement, said: “It is inconceivable that we 
should allow so great a responsibility for ser- 
vice, for news, for entertainment, and for 
vital commercial purposes to be drowned in 
advertising chatter.” 

In those early days, to use radio for direct 
selling was considered to be almost immoral. 
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NBC from 1926 to 1932 would not even 
permit prices to be quoted. The first code of 
the National Association of Broadcasters, an- 
nounced in 1929, prohibited commercials en- 
tirely between the evening hours of seven and 
eleven, now the prime commercial period. 
There were also restrictions in those days 
against the advertising of certain types of 
products on radio. CBS, for example, would 
not accept commercials for such products as 
laxatives and deodorants. 


Advertising Today 


Times have certainly changed. Now the 
only limit on the amount of advertising seems 
to be the public’s willingness to put up with 
commercials in order to hear programs. One 
wonders whether this limit may not soon be 
reached. The other morning on one of the 
major Detroit radio stations I heard six one- 
minute commercials before a musical number 
was played. When this number turned out to 
be Elvis Presley singing “I Want to be Your 
Tiger” I really wondered whether it was worth 
waiting for. Television programs such as the 
late movies, variety shows, and even such a 
prestige entry as CBS’ Playhouse 90 bombard 
their viewers with a steady stream of com- 
mercials. 

As far as the kind of products now adver- 
tised on television, the bars seem to be almost 
completely down. In order to sell these prod- 
ucts, the most intimate human functions are 
discussed freely and without restraint. Any- 
one who watches television regularly quickly 
receives a liberal education in the facts of 
human biology, but one must doubt whether 
this is really an educational gain. 


It seems to me that the taboos having their 
source in the fact that the airways belong to 
the people have not elevated the quality of 
television programming. In the one instance 
they are so strong that they tend to diminish 
the kind of attention to public issues that 
democracy needs. In the other instance, they 
are so weak that excessive and undesirable 
kinds of advertising have not been prevented. 
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Restraints and the Audience 

A second major source of taboos is the fact 
that any audience to a television program is 
made up of many different kinds of people— 
people of different ages, sexes, cultures, relig- 
ions, races, occupations, educational back- 
grounds, and geographical areas. Even in the 
same household the audience may vary 
greatly—from a daughter aged seven, to her 
grandfather aged seventy. 

It is obvious that what may be appropriate 
for one segment of an audience may be com- 
pletely inappropriate for another segment. 
What may entertain most listeners may be 
offensive to a minority group. When Fred 
Allen, for example, said that his nephew had 
flunked out of pharmacy school because he 
had failed the course in chow mein, American 
druggists immediately wrote hundreds of pro- 
testing letters. 

Sometimes it seems that the protests of 
minorities are so vociferous that broadcasters 
choose to offend the great majority instead. 
It has become almost a rule that the villain 
in a drama must be a native-born protestant 
American. To give him any other religious 
and racial identification is to invite indignant 
complaints. 


Standards of Good Taste 


In addition to protecting minority feelings, 
broadcasters are also anxious to avoid ma- 
terial that might violate general standards of 
good taste. Perhaps the greatest scandal in 
broadcasting history occurred in 1937 when 
Mae West appeared in a skit playing Eve to 
Charlie McCarthy’s Adam. The following day 
thousands of protesting letters poured into 
the FCC. The embarrassed network explained 
that in rehearsal the sketch had been pure 
and acceptable. On the air, however, Mae 
West chose to read the lines with intonations 
completely different from those she had used 
in rehearsal. The result was that previously 
innocuous words were suddenly charged with 
new meaning. 

Smarting under an FCC reprimand, the 
nervous networks were determined that no 
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similar breach of the conventions would ever 
happen again. Their censors began examining 
scripts as they never had before. The decisions 
they made were often whimsical—not to say 
inconsistent. NBC, for example, permitted 
the use of the word “pregnant.” CBS barred 
it. The expression “Holy Cow” was cut from 
a script. Both Shakespeare and Rudyard Kip- 
ling felt the censor’s shears. “Out damned 
spot” was cut from a production of “Mac- 
beth.” Kipling’s description of Gunga Din’s 
costume—or lack of it—was expunged. NBC 
for many years would not permit the word 
“diaper” to be used on any of its programs. 
When this restriction was finally raised, even 
the staid, family magazine The Saturday 
Evening Post celebrated the occasion with a 
specially written poem. 


On the Other Hand... 


These apparently capricious decisions are 
easy to ridicule, but we must admit that 
broadcasters face difficult problems in trying 
to avoid offending any members of the diverse 
television audience. Censorship with this ob- 
jective may at least be defended. It is less 
easy, however, to excuse censorship designed 
only to protect a network’s ego or sensibilities. 
A Fred Allen program provides a case in 
point. 

Allen, who had a tendency to run overtime, 
was often abruptly cut off the air. Irritated at 
this, he finally wrote in a script that the time 
saved by cutting him off the air was being 
used to give NBC vice-presidents their vaca- 
tions. Apparently believing that this was of- 
fensive to the dignity of their vice-presidents, 
NBC ruled that Allen could not use the line. 
When he defied this order and began reading 
the line anyway, he was promptly cut off the 
air. Later in the same week Red Skelton and 
Bob Hope tried to make jokes on the same 
topic and they were also cut off the air. By 
this time the whole country was laughing at 
NBC and its supersensitive vice-presidents. 
In the face of this ridicule the network lamely 
retreated and offered to make Fred Allen 
Vice-President in charge of Fred Allen. 
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Restraints by Advertisers 


A third major source of taboos in American 
broadcasting is the advertisers who pay for 
most of the programs. First of all, a sponsor 
is naturally reluctant to give his competitors 
any free advertising. This seems reasonable 
enough, except that sometimes the restrictions 
are carried to ridiculous extremes. Armour 
and Company, for example, once decreed that 
the word “swift” could not be used in any 
way on any of its programs. Swift and Com- 
pany promptly retaliated by putting the same 
ban on the word “armour.” Rod Serling, the 
television dramatist, recently was forced by a 
cigarette sponsor to go through one of his 
scripts and substitute “United States” in 
every case for “American” and “fortunate” 
for “lucky.” The purpose was to avoid giving 
a competitor even indirect mention. 

The comedian, W. C. Fields, once sur- 
mounted this particular kind of taboo, at 
least for a little while. On a program spon- 
sored by Lucky Strike cigarettes he introduced 
a nephew of his named Chester. Not for three 
weeks did Lucky Strike wake up to the fact 
that this nephew was probably named Chester 
Fields—when, of course, he was promptly 
liquidated. But W. C. Fields had had his 
small triumph. 

A second objective of advertising censor- 
ship is to prevent reflections on the sponsor’s 
product—either direct or implied. The West- 
inghouse people, for example, discovered to 
their horror that in a Studio One script a 
leaky refrigerator was playing an important 
role. Revisions were promptly demanded. In 
the same vein Westinghouse, manufacturer 
of electric light bulbs, presenting an adapta- 
tion of Rudyard Kipling’s “The Light that 
Failed” changed the title to “The Gathering 
Night.” The Auto-lite Company, manufac- 
turer of automobile parts will not permit 
automobile accidents to take place in any of 
the dramas it sponsors. 

About two years ago the news that there 
might be a connection between cigarette 
smoking and cancer made headlines. This item 
was reported on most of the radio and tele- 
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vision newscasts that day. John Cameron 
Swayze, however, on the most listened to TV 
newscast, did not report it. His sponsor was 
Camel cigarettes. 


The Bland Leads the Bland 


A third objective of advertising censorship 
is to avoid offending potential buyers of the 
product. The Proctor and Gamble Company, 
for example, will never permit anything on 
any of its programs that might conceivably 
offend a single listener. One might wish, by 
the way, that the advertiser’s sensitivity re- 
garding program content might apply equally 
to the commercials he often condones. 

An unfortunate result of the effort to avoid 
offense is that controversial topics are usually 
avoided. A network drama built around the 
segregation problem is a complete impossi- 
bility under present conditions, for example. 
But even subjects on which opinion is less 
divided are often rejected. In the last year 
advertisers refused to present scripts dealing 
with such subjects as the uprisings against 
communism in Poland, juvenile delinquency, 
and the administration of justice. One com- 
pany even balked at sponsoring a series about 
the Civil War, arguing that it was still too 
controversial. 

What is the result of this kind of restric- 
tion? By excluding these challenging themes, 
our television fare tends to be reduced to 
colorless, innocuous pap in which the bland 
leads the bland in an endless parade across 
our TV screens. 


What Can Be Done? 


There can be no question, I think, that the 
taboos arising in the diverse audience of tele- 
vision and the fact that advertisers pay for 
programs do materially reduce the quality of 
entertainment and enlightenment available. 
What can be done to lessen the effect of these 
restrictions? 

As far as the advertisers’ taboos are con- 
cerned, there is one somewhat radical step 
that might be taken. If we accept the fact 
that advertising support is necessary at all, 
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then we might restrict the advertiser to writ- 
ing the advertising—and nothing else. If his 
control over program content were removed, 
the absurd and sometimes damaging restric- 
tions I have cited would be eliminated. He 
would be offered a program on a take it or 
leave it basis, with the sole privilege of in- 
serting commercials at intervals. This, by the 
way, is the policy followed on British com- 
mercial television. 

The problem of controlling the taboos de- 
signed to guarantee programs suitable for 
television’s widely diverse audience is much 
more difficult to solve—but the situation is 
not completely hopeless. For one thing, broad- 
casters must accept the fact that in an audi- 
ence of millions, a certain number of cranks 
are bound to be included. A concern for the 
sensitivities of minorities is legitimate and 
must be maintained. But the absurd precau- 
tions which some broadcasters are willing to 
take in order to avoid offending anyone seem 
unjustified, and are certainly alien to the in- 
terests of the vast majority of listeners. 


What About the Children? 


The fact that children are in the audiences 
of most television programs presents a special 
problem. Does this mean that all programs 
must be tailored to their level? Recently the 
Supreme Court declared Michigan’s law con- 
trolling the sale of books and magazines un- 
constitutional, because it would restrict litera- 
ture only to that suitable for children. Such a 
restriction seems equally inappropriate for 
television. It is easier, however, to keep cer- 
tain books out of children’s hands than it is 
to deny them television programs. One diffi- 
culty is that we do not know enough about 
programs before they are broadcast. Perhaps 
more information can be made available, even 
to the extent of labeling certain programs as 
adult, although I realize that such a label 
sometimes serves more as a temptation than 
as a restriction. Then parents must assume 
responsibility for what their children are to 
see—a responsibility that many of them have 

(Continued on page 29) 
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@ The manner of reporting new security issues may be 
misleading because of the peculiar status of convertibles. 


Convertibles—Senior 
Securities or Common? 


ONVERTIBLES, a “best seller” in the 
automobile market for years, are also 
playing a major role in the publicly offered 
new securities capital markets. In 1956 more 
than one out of every three preferred stocks 
publicly offered were convertible into common 
stock and almost one out of every four bond 
issues carried the conversion option. The fail- 
ure to recognize that substantial quantities of 
these convertible bonds and preferreds are in 
essence common stocks has been apparent in 
many discussions of the economic or financial 
import of aggregate common stock financing 
in this country. 
TABLE 1 


Pusiic OFFERINGS OF CONVERTIBLE IssuES RELATIVE 
To SENIor Issues 
1956 and 1933-1952 


Number of 
Convertible Per Cent 
Offerings Convertible 
1956 1933-52 1956 1933-52 
Bonds 66 182 22.9 9.3 
Preferred Stocks 41 494 41.0 35.3 
Total Senior Issues 107 676 27.6 20.1 


The record for 1956 marks somewhat of an 
increase in the relative popularity of newly 


About the Author— 

Readers of the Review will remember the article 
that appeared in the July 1957 issue, “Convertible 
Securities: An Investment Appraisal’? by Douglas A. 
Hayes, in which the author analyzed convertibles 
from the investor’s viewpoint. In the present article, 
convertibles are discussed in terms of statistical re- 
porting and as capital raising instruments. 

Dr. Pilcher is Assistant Professor of Finance in 
this School, where he teaches courses in business 
finance and investments. He is author of the book, 
Raising Capitci With Convertible Securities. 
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issued convertible securities, both bonds and 
preferred stocks, as compared to the average 


for the two decades 1933-1952. 


Because of the quantitatively significant 
role convertibles are playing, the financial 
analyst or economist should be careful in the 
treatment accorded convertible securities. The 
intrinsic nature of bond and preferred issues 
bearing the conversion option is such that 
they are, in fact, common stock contracts 
rather than senior securities. 

Ordinarily, the annual data for corporate 
financing as reported by various agencies 
have been classified simply into “bonds,” 
“preferred stock,” and “common stock.” If 
convertible bonds and preferred stocks are 
exchanged for common stocks after issuance, 
hindsight would reveal that while a bond or 
preferred was issued, common stock capital 
was in fact raised. This point is easily over- 
looked, however, in the data as presented 
where convertible bonds and preferreds have 
been reported as if they were definitely senior 
security capital instruments. 

Without clairvoyant powers, no simple so- 
lution to this problem of classification is seen, 
since it is impossible to know at the time of 
offering whether a convertible security will be 
converted or if so, when. Experience reveals, 
however, that many of these “bonds” or “pre- 
ferreds” have become common stock, and the 
old fashioned division of capital raising instru- 
ments should be modified or expanded to 
emphasize the conversion potential. 
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Some Converted Convertibles 


All of the billions of dollars of American 
Telephone and Telegraph convertible deben- 
tures issued in the past ten years have been 
or are in the process of being converted. 
Consolidated Edison of New York’s and De- 
troit Edison’s convertibles have been ex- 
changed for common and are typical of those 
issued in the electric industry. Dow Chemical, 
Inland Steel, Dixie Cup, Sinclair Oil, and 
Standard Oil of Indiana among others repre- 
sent well known industrial companies which 
have issued convertible bonds or preferred 
stocks in recent years. The final result of 
these issues has been common stock. 

In most instances, the management issuing 
a convertible plans and hopes to see the con- 
version option exercised. A letter questionnaire 
addressed to a random sampling of 100 Ameri- 
can corporations which had issued convertibles 
between 1948-1953, revealed that 90 per cent 
of their convertible bond issues were sold with 
the primary intent to raise common stock 
capital. Over two-thirds of the convertible 
preferred stocks in this survey were marketed 
for the same purpose. It seems reasonable 
that these convertible issues were more closely 
“akin” to common stock offerings than to 
bonds or preferreds. In view of these facts it 
seems that the dilemma of whether to record 
the hybrid convertible as a senior security or 
a common offering would be more accurately 
resolved if the convertible were listed as part 
of the common stock offerings. 


Two Ways of Treating Convertibles 


The conventional and suggested treatment 
of convertible senior securities is illustrated 
for 1956 financing in Charts I and II, these 
data covering dollar amounts of securities 
issued. The white bar is the reported data 
while the shaded bar is the amount issued 
treating convertible issues as common stocks. 
Thus, in Chart I bond issues totaling $4,155 
millions are reduced to $3,392 millions, since 
$763 millions of convertible bonds were issued 
in 1956. Similarly, the $588 thousand total of 
preferred issues is reduced by $305 thousand 
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of convertible preferred stocks sold. This $763 
millions of convertible bonds and $305 thous- 
and of preferreds are then added to the com- 
mon stock offerings of $2,449 millions to raise 
common marketings in 1956 to $3,517 mil- 


Chart I 
Public Offerings by Class of Securities, 1956 
Dollar Values 
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Treating convertibles as common stock. 


lions. Chart II presents the same data on a 
percentage basis. 

Referring to Chart IT, the financial analyst 
under conventional treatment of convertibles 
would report that 57.7 per cent of public 
offerings were bonds, 8.2 per cent preferreds, 
and 34.1 per cent commons. Using the re- 
vised set of data he would record that 47.2 
per cent were bonds, 3.9 per cent were pre- 
ferreds and 48.9 per cent commor stocks. The 
difference based on the method of reporting 
convertibles of about 10 per cent in bond 
issues and 16 per cent in common stock 
offerings is substantial. It is interesting also 
to observe that preferred stock financing al- 
most drops out of the picture quantitatively 
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Chart II 


Public Offerings by Class of Securities, 1956 
Per Cent of Dollar Values 
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when convertible preferreds are handled as 
common stock issues. 

The same two methods of reporting con- 
vertible issues are used in Charts III and IV. 
The base here is the number of security issues 
rather than the dollar values. Each decision to 
issue securities is thus accorded equal weight. 
Again, a marked difference in the relative 
importance of the various classes of securities 
is shown when convertibles are handled sta- 
tistically as either senior securities or as com- 
mon issues. 

The proposed cure for the weakness in the 
current manner of reporting new issue data 
may be too extreme. Unquestionably, adding 
all convertible bonds and preferred stocks to 
common stock offerings for any period over- 
states to some extent the amount of residual 
equity financing since some convertible op- 
tions may never be exercised. The overstate- 
ment here probably constitutes less of an 
error than the understatement of common 
stock financing resulting from the method cur- 
rently employed, however. 
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Chart III 
Public Offerings by Classes of Securities, 1956 
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Chart IV 


Public Offerings by Classes of Securities, 1956 
Per Cent of Number of Issues 
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r A Compromise Reporting Method ties and Exchange Commission presents sep- 
arately figures on the amount of convertible 
reporting new security issues the data should debt offerings.’ These data show that of the 
be broken down into five instead of three $2,750 millions of bonds issued in the first 
categories. These five should be: (1) bonds; quarter of 1957 a significant 16.6 per cent, 


(2) preferred stocks; (3) common stocks; or $456 million, are convertibles. It is 
(4) convertible bonds; (5) convertible pre- hoped that the S.E.C. in the future will also 


ferred stocks. With such a classification a report convertible preferreds separately even 
more realistic interpretation of new security though the dollar amounts involved here are 
financing would be possible and the fact that considerably smaller. Other reporting agencies 
much senior security financing is in fact com- should follow the pattern set by the S.E.C. in 


mon stock financing would be more readily this respect. If they do, the role common stock 
public offerings play in our economy will be 


A compromise would seem called for. In 


apparent. 
Considerable progress along these lines has more clearly evident. 
been made recently. On May 28, 1957, for the ‘Securities and Exchange Commission, Statistical 


first time in their Statistical Series, the Securi- Series, Release No. 1456. 


VALUES IN HIGH SCHOOLS 


A disturbing picture of the intellectual climate in our nation’s high schools has been 
drawn at the Conference on the American High School meeting in Chicago. Prof. T. W. 
Schultz has charged that our bright high school students suffer from “hostile” anti- 
intellectualism among their classmates. Other participants have painted a picture of 
high school education in which the intellectually difficult is avoided and in which little 
pressure is exerted to induce students to do their best. These observations fit in well with 
other evidence, particularly the decline in the availability of and the study of “hard” 
subjects, such as Latin and mathematics. 

All this indicates that the values which motivate the planners of high school curricula 
and the students studying in high schools all too often are other than those which are 
required for the nation’s interests. Yet neither the high schools nor their students should 
be given the entire blame, or perhaps even the greatest part. Both reflect rather the 
values of our culture, of the total environment in which we live. 

The hard fact is that the popular heroes of our time tend to be primarily individuals 
in the world of entertainment or of sports. With a few rare exceptions, such as Jonas 
Salk, even our more brilliant intellectual leaders are little known and less honored by 
the mass of our society. We may doubt whether even 10 per cent as many Americans 
know who Edward Teller is as ie ih with those who know of Mickey Mantle. 
Yet the hard fact is that for national strength and survival it is men like Dr. Teller 
who should be the heroes our youngsters should want to emulate. 

High school curricula can be, and to some extent already are being, recast. But the 
more basic job of recasting values so that our young people will want to develop their 
minds and abilities to their maximum is much more difficult. Parents have a real 
obligation in providing the needed guidance, and so certainly do our media of com- 
munication. But the job will not be easy and it cannot be long delayed in the face of 
the stern competition we face today. 


—An editorial in The New York Times, November 2, 1957. 
Reprinted by permission. 
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@ What will commercials that we cannot even “see” do to us? 


Are“Subliminal” Commercials Bad? 


AZ time ago, Mr. James Vicary, a well 
known motivation researcher, announced 
the formation of a new firm, Subliminal Pro- 
jection Co., to market a new technique of 
transmitting commercials over television and 
motion picture screens.' Mr. Vicary claims 
that by using this new technique, called by 
some the subliminal? perception method, an 
advertiser will be able to transmit visual com- 
mercials over TV without interrupting the 
program and without the viewer being aware 
that the commercial is being delivered. 

The subliminal method, using a special 
projector, flashes the commercial over the air 
and on to the TV screens every five seconds, 
while the program is in progress. Each com- 
mercial is on the screen for an interval of 
only 1/3,000th of a second, which is too fast 
for the viewer to “see,” or be aware of, and 
yet, Mr. Vicary claims, is slow enough for the 
commercial to register on the viewer’s sub- 
conscious mind and to remind him of the 
product. 

Mr. Vicary also claims that these reminders 
are sufficient to influence the individual to 
increase his purchases of the product and he 
cites an experiment in a New Jersey drive-in 
theater to support this claim. In this test he 


*“Ads You'll Never See,” Business Week, Septem- 
ber 21, 1957. 

* Webster’s Dictionary defines “subliminal” as “be- 
low the threshold of consciousness or beyond personal 
awareness.” 
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Ross Wilhelm, M.B.A., is an Instructor in Market- 
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states that popcorn and Coca Cola were ad- 
vertised in this theater for a six-week period 
using the subliminal method and the sales of 
popcorn increased 57.5% and coke sales in- 
creased 18.8% during the period. There is no 
evidence cited that this method has ever been 
tested over television in the United States and 
recently the National Association of Radio 
and Television Broadcasters, a trade associa- 
tion, passed a resolution against its use over 
TV. 


What Will It Do to Us? 


It should be noted that this test is only one 
instance and is not conclusive by any means. 
In addition it has been reported* that some 
believe that the method is not adaptable to 
television due to the scanning process. There 
have been a considerable number of experi- 
ments reported in the various psychological 
journals, however, which do indicate that it 
is possible, in principle, for an individual to 
receive and act upon perceptions that he is 
not aware of having received. These experi- 
ments, however, do not prove that Mr. 
Vicary’s particular method will be effective, 
and its value remains to be proven con- 
clusively. 

Whether or not the subliminal method 
proves to be an effective method, the mere 
possibility of it has raised a vast outcry of 
protest and apparent fear.‘ Coming on top of 
Mr. Vance Packard’s recent book,® some 
people seem to believe that this method could 


* Business Week, op. cit. 

“See: Mannes, Marya, “Ain’t Nobody Here But 
Us Commercials.” The Reporter, October 17, 1957. 

* Packard, Vance, The Hidden Persuaders, David 
McKay Company, Inc., New York, 1957. 
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change our society into one similar to that 
described by Orwell® or Huxley.’ The purpose 
of this paper is to attempt to appraise these 
claims and fears. 


No Different in Principle 


In attempting to appraise these charges we 
should recognize that the content of the mes- 
sages delivered by the subliminal method 
would not differ in any way from the content 
of any message of a reminder type on the 
given product. The subliminal method is lim- 
ited to reminding the viewer of a product with 
which he is already thoroughly familiar. Mr. 
Vicary himself only claims that very short 
messages, probably of less than ten words, or 
brand marks can be transmitted effectively. 
Thus in respect to content the messages are 
no different from some already existing mes- 
sages. 

Also if we can receive subliminal perception 
messages and if we do act upon them, then it 
is probable that we are already receiving such 
messages from the existing advertising media. 
In other words, if one can receive and does 
act upon reminders of which he is not con- 
sciously aware of having received, then the 
Vicary method is not unique in this respect. 
Each of us, every day in all probability, is 
receiving subliminal reminders. As we drive 
our car and flash by billboards there exists a 
probability that we are receiving subliminal 
impressions. When we flip through the pages 
of a newspaper or magazine, only glancing at 
the various pages, we are probably receiving 
such messages also. In switching from station- 
to-station on our TV sets, the stations we 
by-pass, which are delivering commercials, are 
in all probability delivering to us subliminal 
perception reminders as well. Thus if it is 
true that subliminal perceptions can be re- 
ceived and do make suggestions to us, then 
it is fairly certain that we are, and have been 
for many years, receiving such impressions 


* Orwell, George, 1984, The New American Library 
of World Literature, New York. 

"Huxley, Aldous, Brave New World, Doubleday, 
Doran & Co., Inc., New York, 1932. 
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unconsciously from the present advertising 
media. 

There is no indication, to date, that we 
have suffered any dire consequences from 
these subliminal messages. Further, if one is 
to argue against the subliminal perception 
method, then he must argue also that remind- 
ing someone of something he already knows 
is, in and of itself, bad. 

Lastly, as Mr. Vicary has also suggested, 
it is possible for advertisers to overcome the 
“unknown” aspect of this method very easily. 
All the advertiser has to do is to announce at 
the outset of the program that in order to 
allow the listener uninterrupted viewing pleas- 
ure no commercials will be given which he can 
see but that during the course of the program 
high speed invisible and inaudible suggestions 
will be made that the product be bought. 
Paradoxically this may make the method, if 
it is effective, more effective. Some viewers 
may try to strain to see the suggestions and 
thus participate in the commercial. 


“Force” Us to Buy? 


It may also be argued that this method 
might “force” us to buy products which we 
would not otherwise have bought if we had 
received the message consciously. To analyze 
this argument it should be recognized that the 
advertiser is not coercing the consumer under 
any accepted definition of that word. Rather 
he is persuading or perhaps a better term is 
suggesting. 

There are, of course, various degrees of 
suggestion or various conditions under which 
suggestion is more or less effective. The low- 
est degree is where the respondent is conscious 
and the suggestion is made openly and direct- 
ly. One of the highest degrees, and certainly 
higher than the suggestion made by the sub- 
liminal perception method, is where the re- 
spondent is hypnotized and the hypnotist 
makes the suggestion.* 


* Woodworth, R. S., and Marquis, D. G. Psychol- 
by. Henry Holt & Co., Inc., New York, 5th Ed., 
1947, 394. 
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But even under hypnosis we know that the 
respondent probably will not do anything he 
would not do if he were conscious. For ex- 
ample, if a male hypnotist were to suggest to 
a female subject that she kiss him, she prob- 
ably will not do it unless she were willing to 
do so when not under his spell. If she were 
willing, however, he would receive an extra 
kiss by this means. 

It is true, however, that under hypnosis an 
individual may be directed to do certain fool- 
ish or nonsensical things which he might not 
otherwise do and which do not run counter to 
his basic values. We all have seen otherwise 
normal people bark like dogs and do other 
such things while under. However, this seems 
to be a most unlikely result from the sublim- 
inal perception method. It seems to be assign- 
ing far more power to the method than appears 
likely. 

As we have already seen, if the method is 
operationally effective, then the present adver- 
tising media are delivering such impressions 
and suggestions. We need only look about us 
for evidence of its lack of such power. 


Selling Is Hard 


Men have been receiving such subliminal 
impressions for years on items of women’s 
clothing—say dresses or corsets—and yet there 
has been no great rush by the male popula- 
tion to purchase such items for themselves. 
People who dislike beer and liquor also have 
received such impressions and yet the prohi- 
bitionists have not rushed to buy these items. 
Only a few women smoke pipes and cigars 
and yet they have received such suggestions. 
Finally, for years the hat manufacturers have 
been suggesting that males wear hats and yet 
the younger generation is still a not-hat-wear- 
ing group. The same arguments can be applied 
to the question of whether we might be 
“forced” to buy a brand of a product we 
would not otherwise buy. The evidence here 
of the strong brand loyalty which many indi- 
viduals have for some brands should allay 
such fears also. 

The simple fact is that unless a person has 


a need for a product he will not buy it no 
matter how he receives the suggestion. Also, 
once a person has developed the habit of pur- 
chasing a given brand it is extremely difficult 
to get him to break this habit, and it usually 
requires more inducement than mere sugges- 
tion. Witness the problems that some of the 
“late coming” filter tip cigarettes are encount- 
ering in the market today. Yet “everyone 
knows” a person cannot distinguish between 
the different brands. 


Benefits of the Subliminal Method 


On the other side of the coin it would 
seem that if the subliminal method proves 
effective it could yield some worthwhile bene- 
fits.. The first and most obvious thing is that 
it may indirectly increase consumer satisfac- 
tion. The reason why consumers look at tele- 
vision or motion picture screens is to see the 
entertainment, not the commercials. If the 
subliminal perception method is used to trans- 
mit the commercials, this should increase the 
available viewing time and thus may increase 
consumer satisfaction. 

From the viewpoint of the advertisers, the 
use of this method may lower the commercial 
production cost of advertising as well. If the 
suggestions can be made as easily as Mr. 
Vicary claims then this should reduce the 
amount of creative effort and other factors 
which enter the cost of producing a com- 
mercial. 

From the viewpoint of the networks and 
stations this may enable them, during certain 
hours, to better approximate the uninterrupted 
viewing of paid TV and thus enable them to 
compete better. 

Finally we must not overlook the possibility 
that the method may contribute directly to 
the viewer’s pleasure. It is not hard to imagine 
a new TV quiz show entitled, “Who Is the 
Sponsor?” or “What Commercial Is On?” 
Such a show would enable us to make all 
e.s.p.-prone individuals feel rich (before taxes) 
instead of the memory machines of today and 
would completely confound all critics of this 
method. 
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as effective. Indeed, it still remains to be seen 


), eee whether or not the method is at all effective 

r It would seem from this that most of the since Mr. Vicary has yet to prove conclusively 

t fears about the “dangers” of the subliminal its value. Lastly, like most “hidden persua- 

y perception method are groundless. The tech- sion” charges against advertising, the charges 

= nique is not different, in principle, from exist- against the subliminal perception method 

e ing methods and provides nothing more than greatly underestimate the human being and 

- another way of attempting to persuade the seem to assume he is a robot or a pawn in- 

e customer to buy. In this respect, also it is no stead of a fairly rational and quite stubborn 

n different from a “price cut” and may not be animal. 

d 

s Taboos and Television (Continued from page 21) 

: many taboos are unnecessary and tend to 

‘ seemed willing to abdicate to the broadcasters. lower the quality of programming. And some 

7 American broadcasting as it now exists is are obviously absurd. The continuing existence 

. beset with taboos. Some of these taboos are of taboos in these latter categories depends to 

inescapable, deriving from the very nature of a large extent on the willingness of the listen- 

- broadcasting itself. Others may seem undesir- ing public to put up with them. In a sense this 

| able in certain ways but are difficult to elimi- poses a dilemma with a Shakespearian flavor. 

nate. A few may actually raise the level of Taboo or not taboo; that is the question. The 
broadcasting. It is my opinion, however, that answer in a real sense is up to all of us. 

e 

e PROGRESS: PRODUCT AND PROCESS 

Technological progress means improvement of product as much as it does improve- 
ment of process. Making better things, making new things have contributed as much 

s | to our rising standard of living as finding better ways to make them. In fact, the two 

~ go hand in hand and are inseparable. In making better things we also make them 

| better. 

i | There is no limit to product improvement but there is to process improvement. The 
reason is obvious if one considers the making of a single product. Productivity is in- 

, creased when the man hours required to make the product are reduced. But each 

1 reduction is harder to achieve than the last. At some point the absolute minimum is 

) approached. Thereafter, greater value must increasingly take the form of improvement 


in product. 
Much of the increased employment in our country today can be ascribed to the new 
‘ things which are the fruits of technological progress. And much of our increased pro- 
, ductivity has also come as a result of workers shifting from older occupations and trades 
aan to the production of new or greatly improved products or to the providing of new 
services made possible by new and improved products. 
ma Such progress must continue and at an accelerated rate, if we are to keep pace with 


1 the needs of the American people. I am confident that it will. 

) — Harlow H. Curtice, President, General Motors 
1 Corporation in the New York Herald Tribune, 
August 7, 1957. 
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Recommended Readings 


in Industrial Relations 


Chase, Stuart. Guides to straight thinking 
with 13 common fallacies. New York, Har- 
per & Bros. (49 E. 33rd Street), 1956. 
212p. $2.75. 


An “easy reading” book for anyone on the send- 
ing or receiving end of communications—which in- 
cludes just about everyone these days. The author 
covers a wide period of time in reviewing the history 
of logical thought, starting with the Greek phi- 
losophers and ending with headlines dated as late 
as March 1956. He takes us chapter by chapter 
through the 13 fallacies which turn out to be flaws 
in thinking and expressions in common usage. Over- 
generalizing: a “million cats” become “our old cat 
and another.” “Figures Prove’—but do they? Argu- 
ing in Circles (Circulus in probando)—“It must be 
true because it says so itself.” Many of his points 
are illustrated by delightful stories, some old, some 
new, but always well chosen. The style of the book 
is somewhat jumpy, since Mr. Chase leaps agilely 
from the historic past to recent town meetings in 
Connecticut, but the entire book makes entertaining 
and worthwhile reading. 


Dale, Ernest. DuPont: pioneer in systematic 
management. ADMINISTRATIVE SCI- 
ENCE QUARTERLY, Vol. 2, No. 1, June 
1957. pp. 25-59. (Published by Cornell 
University, Graduate School of Business 
and Public Administration, Ithaca, N.Y.) 
Mr. Dale reports on the history and managerial 

organization of the DuPont Company from the 

days of the “Caesar” management under General 

Henry to the present. We find that the early pattern 


About the Author— 


Miss Scanlan is Reference Librarian and Assistant 
to the Director in the Bureau of Industrial Relations 
of this School. 

All items mentioned are on file in the Reference 
Room of the Bureau of Industrial Relations and may 
be used by visitors there. Please write direct to the 
publisher for any items you would like to purchase. 
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of organization and control was in the best “scien- 
tific management” mold, although it predated this 
school by a number of years. The fact that so much 
control of this company still remains in the hands 
of the DuPont family is not so remarkable when 
we examine the rigorous procedure for selection of 
executives, whether family or non-family. The fact 
that the DuPonts comprise an extensive clan has 
assured a roster for such selection. Now and then 
a diagram of the family tree would be helpful in 
threading one’s way through the brothers and cousins, 
but on the whole this is a fascinating account of the 
history of management in one of our most successful 
companies. 


Davis, Keith. Human relations in business. 
New York (330 West 42nd Street) Mc- 
Graw-Hill Book Co., Inc., 1957. 557p. 
$6.50. 


Out of recent theoretical research and actual prac- 
tice a number of new techniques have developed for 
improved leadership. Keith Davis, who is Professor 
of Management at Indiana University, has reviewed 
and compiled this material in a very readable book. 
It is an excellent text on personnel administration 
and more. He believes that successful human rela- 
tions must result from basic management philosophy, 
rather than from the use of superficial gadgets of 
communications and training. 

The book is divided into four parts. I. The Nature 
of Human Relations, in which is sketched the 
scope of the term. II. The Framework of Human 
Relations Problems, a section which devotes six 
chapters to managerial organization at all levels, in- 
cluding the labor union. III. Management Action 
to Improve Human Relations. Here are reviewed 
the types of leadership, communications, training 
techniques, group dynamics, etc. with stress on their 
constructive uses. IV. Case Problems. Fourteen cases 
which may be used for further exercise and training 
in the principles set forth in the book. This is defi- 
nitely one of the better books of the type we have 
seen. 
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THE EXECUTIVE, Baker Library (Har- 
vard University), Soldiers Field, Boston 63, 
Massachusetts. $5.00 per year; 50¢ per 
copy, United States, Canada and Pan- 
American Postal Union. $6.00 elsewhere. 


THE EXECUTIVE—A GUIDE TO READING 
FOR TOP MANAGEMENT is a new venture for 
the Baker Library of the Harvard University Gradu- 
ate School of Business. The first number is dated 
June 1957. It will be published monthly at a sub- 
scription rate of $5.00 a year. Four issues are now 
available. Thus far the editors have avoided highly 
technical items; rather they have selected material 
which will add to the horizons of businessmen who 
hope to be well informed. For the most part the 
comments are factual. In a few cases, however, there 
is a paragraph of “Comment” at the end, which 
gives the opinion of some member of the faculty of 
the School. In addition to journal articles from 
United States publications, a few have been chosen 
from lesser known periodicals published in Canada, 
Great Britain and Australia. A list of publishers’ 
addresses is included in each issue. _ 


Hugh-Jones, E. M., Editor. The push-button 
world: automation today. Norman, Okla- 
homa, Univ. of Oklahoma Press, 1956. 
158p. $3.75. 


The American edition of this book has an in- 
triguing title and reports a series of lectures at the 
University of Oxford, England. It gives the British 
viewpoint on Automation through the eyes of seven 
experts: the engineer, the labor leader, management 
and the social scientists. In a recent review of this 
book, Associated Industries of Cleveland says: “The 
editor points out a new time scale which is measured 
in fractions of seconds, rather than the rate of 
human reactions.” (For the Informed Executive, June 
1, 1957). This book has been published in a British 
edition under the title, “Automation in Theory and 
Practice.” This is fair warning! We got caught and 
bought both volumes! 


Petro, Sylvester. The labor policy of the free 
society. New York (15 E. 26th Street), 
Ronald Press Company, 1957. 339p. $5.00. 
This volume is recommended to anyone who 

would like to be currently informed regarding labor- 


management relations. Part I outlines the basic insti- 
tution and operating principles of the free society— 
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stressing freedom of contract and voluntary associa- 
tions. Part II details the evolution of labor laws and 
policy in the United States. Part III makes sugges- 
tions for an improved labor policy under the follow- 
ing chapter headings; unions of their own choosing; 
free collective bargaining; enforcement of labor 
policy ; a sensible juridical structure. 

Sylvester Petro, who is Professor of Law at New 
York University has a facility for writing on the 
subject of labor law in language which the layman 
readily understands. His background includes first- 
hand experience in unions, since he was brought up 
in a steelworker neighborhood and became a worker 
in the mills where he was active in organizing for 
the Steelworkers. 

One is tempted to quote endlessly from the book, 
but to do so would take much of the material out of 
conteat. Therefore, only two items have been chosen. 


“Moreover, not a line of this book is designed 
as an attack upon the institution of trade unionism 
as such. On the contrary, the critique and the 
proposals to be found here are intended to estab- 
lish a permanent and creative role for free trade 
unionism and to ease the lot of those union 
leaders who are willing to operate within the 
principles and ideals of the free society... .. In 
a word, this book proposes the elimination of 
coercive conduct from labor relations, so that the 
competition among unions and union leaders may 
become a competition in performance and ex- 
cellence, not a competition in coercion.” (page 


109) 

“On the level of generalization, the problem of 
establishing a decent labor policy for the United 
States is not a very difficult one. Evils existing 
in American trade-union practice today are serious, 
even critical, for the free society; but they are 
also few, prominent, and easy to recognize: com- 
pulsion and coercion at the organizing level, 
violence and monopolistic pressures at the collec- 
tive bargaining level.” (page 120) 


Sultan, Paul. Labor economics. New York 
(257 Fourth Avenue) Henry Holt and Co., 
1957. 580p. $6.50. 


An excellent over-view of the field of union- 
management relations. The author reviews briefly 
the historical background of labor markets since 
pre-Christian times. He then outlines the evolution 
and growth of labor unions through the recent AFL- 
CIO merger. One section is devoted to “the Dy- 
namics of Collective Bargaining.” This includes 
details regarding the actual bargaining procedures, 
conflict arising during the life of the agreement, and 
techniques of dispute settlements. The final section, 
devoted to the “Economics of Wages and Employ- 
ment,” gives various theories of wages, full employ- 
ment and unemployment. 
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ADVANCED MANAGEMENT TRAINING 
FOR BUSINESS MEN 


1958 
EXECUTIVE DEVELOPMENT PROGRAM ; 


School of Business Administration 
University of Michigan 


June 22 This Program, first offered and successfully conducted in 1954, is 3m 
to designed for men of recognized capacity who now hold positions at or 
July 18 just below the general management level. Each participant should have ~ 
had a considerable amount of experience and executive responsibility.” 

Previous formal education is not a requirement for admission; ~ 


oe. openmindedness and intellectual curiosity are more important factors | 
in determining a man’s suitability for enrollment. 
: The basic objective of the Program is to broaden the understanding 
and appreciation of business functions and of economic forces which — 
influence all types of industries. This Program is designed to aid the 
Bd, Increasing his knowledge and appreciation of business functions and 
operations in fields other than his own specialization ; 1 
3d. Improving his ability to analyze and solve business problems from 
the viewpoint of his Company as a whole; | 
Ban Enlarging his understanding of the important economic and social 
forces which affect the environment in which the modern corporation § 
operates; 
Baya Stimulating his continued study of the American economy and of 
business administration. 
The Study Program includes the following subjects, each led by a 
leading authority: 


Accounting Financial Administration 
Business Conditions Human Relations in Management ay 


It is expected that enrollees will be sponsored by their companies. 
For additional information, write to: , 


CHARLES N. DAVISSON 7 
Director, Executive Development Program 


School of Business Administration 
University of Michigan 


Ann Arbor 4 
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